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TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

BALANCE SHEETS

AS OF DECEMBER 31, 2004 AND 2003

4/01

(UNAUDITED)
($ IN THOUSANDS)
ASSETS
Current Assets:
Cash and Cash EQUIVAIENLS....c.ccovveriereiireecniirescree et cinninsiecere st aessnas 22,437 28,937
Short-Term INVEStMENTS......cc.ooiiiiiicrene ettt st e era e aas - -
Receivables and Patrons' Checks (Net of Allowance for
Doubtful Accounts-(2004, $7,834; 2003, $7,207)cceeccncncnenenn. Note2..oeviiiiennnne 118,838 109,938
JOVEIEOTIES  ...vevevererseceriensesanssssceemsessssessresressseesssessasarsss s s s sss s Note l..oooeiiineannne 2,416 2,826
Prepaid Expenses and Other Current ASSeLS....c.oouvveerrivniiminsirieesreirassesissesnasseses 3,823 3,224
TOLAl CUITENE ASSELS....ceerericrrrrireceerererestireecssninesescenasasseseesrarasenesnssossssssssienssnssaensars 147,514 144,925
Investments, Advances, and Receivables.......cooveevceineenreennee..NoOt€ 3.0 16,078 17,896
Property and Equipment - GrosS......c.ecuvvcvrvereererrenseereamenraee e suvess Notes 1,4 & 10 922,105 903,364
Less: Accumulated Depreciation and AMOItiZation.........ccevceeriinesvcnienininiseeeen (389,603) (376,063)
Property and EQUIPIMENt = Net....c..oouiiriiieireneire et aassnes 532,502 527,301
OFHET ASSELS.....iiiiieiieieitiriiateeee e srasste e ceaessseseesasesee san e ea e s nenns Note 5...iiniinennnn. 25,086 38
TOtAl ASSEES..eeverreeieeiieiiiiiaereestessstaeetestesaseassnsassasserenssasaesenterseobessteneneneeasesartaisiassnnns 721,180 690,160
LIABILITIES AND EQUITY
Current Liabilities:
ACCOUNES PaYable.....cooiiiiciiiiccccrrecen et 11,100 6,727
NoOtes Payable......oovoiviiieiiieir et erveeeeiee s e e e ne Note 6.....ccovnnnnn. - -
Current Portion of Long-Term Debt:
Due t0 AfFIIAIES.......cceeveericeiere et reei e rrereee cveneennneen Note 9oeeevvevnnnnnne. - -
OHET vt rcesrsre st ee st ese s s e nessessensass sereneansesn Note 10.....ccveenne 31 61
Income Taxes Payable and Accrued.......ccoecvevvvvvvevnnennen T Note 1o - -
Other Accrued EXpenses....c..oooveverceirinesrvicresasseressesanavaeanan 36,759 31,684
Other Current Liabilities.... 66,594 63,690
Total Current Liabilities......c.cccoverecenvercennencnnees 114,484 102,162
Long-Term Debt:
Due t0 AFFIHALES.....eceeeeccrierscerieccnseereerseeesesreenereeenn e ce e e nee Note 9.cceevvninnnnnnn 518,330 518,330
OHRET ..o overeerceccrreeterec st sne s evestecssstnsnesesnaseseesessessesns  avessennenen Note 10............... 661 692
Deferred Credits. .. oo ovrirriirieriieiiaeesirie e e seeees et estssseaseessseesstsssesesne s s erannsasasssessasasease - -
HOhEr LAABIIEIES. o.cvvcvevevrececeeceeerar et es et s n s st st ra e bas e seeassssboasassssressasssansenese 6,232 5,840
:{Commitments and Contingencies
TOta] LIADIIHES v ecviveevecreiveeee st cve e e s e sacs s sttt se st asaeresersaresssneasseasesassasnsanssaneesas 639,707 627,024
Stockholders', Partners', or Proprietor's EQUItY......cccccoinimininiin s e 81,473 63,136
Total Liabilities and EQUILY......cc.ccviioraninirnnienie e sieessianeesesen s esssassssanneas 721,180 690,160
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
CCC-205



TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

STATEMENTS OF INCOME

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2004 AND 2003

(UNAUDITED)
($ IN THOUSANDS) -

CASINO. . veeeveieeeteieireereeeeeereeeieeeteeeesssessabeasseessaesasesaeaeeesareenneeanes Note 1............ $ 488,825 | § 511,243
ROOIIIS. ..ttt eeteereeteesecte et e seeaeeseeesseanessebsessassasanessesssansaebesseneneasesoeneneasssissenenrennes 35,042 35,778
FoOd and BEVETAZE. ......ceciiieeririeecrieiecietreee st siieseeereesiesee s s asane s e e saasbeassesees 59,307 69,245
OBET ..ot eeieceee ettt ier et es e s v eesteessaneestssste st s erseteaarae st e eseesteseassatabeeaeeaseateanaennenreennas 19,408 21,516

TOtAl REVEIUE.....cceve ettt se e st e et ebeseeee e e s srees b sobesansssanaennnsennes 602,582 637,782
Less: Promotional Allowances........cccoeecerienvurineiorieoraienesieenemee Note 1............ 117,049 131,981

NEt REVENUE. ....ceveeiceicneicveeticeteeteestteieete e et esseesseesssseesn s besssesessnennesasranssnsenssasnend 485,533 505,801

COSt Of GOOAS ANA SEIVICES..ceiiumeeiieiriirrieicnreeiirrressteeestsseesssnssessssessneesaseeeessmneesns 259,128 275,391
Selling, General, and AdMInNISIatiVe.........ooceveiiiieeecce e 74,871 63,415
Provision for Doubtful ACCOUNLS........cc.cueeviiiieiirieeere e 2,653 2,453
Total Costs and EXPEnSes......ccoovvvieerrierierninienciricniiinies s essemss s siesaeen 336,652 341,259
Gross Operating Profif.........oocvivirerrceiicnniciiniene et et 148,881 164,542
Depreciation and Amortization..........covcviniireirenennsreniesesens Note I............ 34,406 36,986
Charges from Affiliates Other than Interest:
Management Fees.........ccuiniiniiiiinneneeenecema e Note 11.......... 15,884 16,678
OBET. oo cveeveeteeeeetcie ettt e treveveneeb e e bessessa e ssesatesesasesmmeame s Note 11.......... 6,484 6,442
‘fIncome (LosS) from OPerations.........ccocirverirerireerecriniirsecnness s sssssssasssssssessasneens 92,107 104,436
Other Income (Expenses):
Interest (Expense) - Affiliates........ccccevvenieninciniiiiiinienen Note 6 & 9..... (42,905) (43,887)
Interest (Expense) - External.......cccooccineriniiienciniieiimnne Note 10.......... (469) (467)
Investment Alternative Tax and Related Income (Expense) =..Note 1............ (1,190) (2,572)
Nonoperating Income (Expense) - Net.........cooovevieniinneciomenn. Note 12.......... (12,671) 767
Total Other INCOme (EXPENSES)....cvcvreviireerareeniiiniinsinrissrens i ssesesaes e (57,235) (46,159)
{{Income (Loss) Before Income Taxes and Extraordinary Items. .......ccccoooervnrnnenn 34,872 58,277
| Provision (Credit) for Income Taxes.........cccoccovviininnnniicnnicnn Note I............ 16,535 24,951
{| Income (Loss) Before Extraordinary Iems........cccovivniciviiminiin e 18,337 33,326
Extraordinary Items (Net of Income Taxes -
20,9 ;20,8 Y ererrerer e s et a e et s ettt s b en e
ANEt INCOME (LU0SS ). evnirrerereeiiiiteieeeiet ettt sttt $ 18,3371 $ 33,326

The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.

4/01 CCC-210



TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

STATEMENTS OF INCOME

FOR THE THREE MONTHS ENDED DECEMBER 31, 2004 AND 2003

(UNAUDITED)
($ INTHOUSANDS)

SN0ttt eeetrieeeteesereevsteesiseeesorescerterbereesatsesssssaesnseesaraessasees omnes Note 1............ $ 106,197 | $ 115,999
ROOIIS. .. et ciiteetceter ittt et e e e sse e reese e e e me et eae s coseete e s s e enseatsassassnsnsnetsensens 7,395 8,623
Food and BEVETAZE......cocvcorirveiiirieriirieee et eies sttt sanses s aae et eresneen 11,671 15,634
BT .ottt ereste e e e s e e b e s be e s e s e basssosessaaneeantensee sanesaesneonsinseersenseanend 3,267 5,191
TOtAl REVEIIUEC. ... e ceeeeeeeeteeeeeeeeeeeeeetseeeases e arsressesesssnssbanssasesssaasnstnaesssassmsnessonnen 128,530 145,447
Less: Promotional Allowances........covevrreiieenvenrinveeeerrearenonmees Note 1............ 21,963 29,236
INEE REVEIIUC. ..o oo eeireteee ettt vtvae s aesaseseneesasasaseseneaseransessessassaansnss 106,567 116,211
Costs and Expenses:
Cost Of GOOAS ANA SEIVICES...cciveireeeiireeeieieeresreeesreeernreaeseseaesessssesenneeesasnnensiseessn 58,627 67,445
Selling, General, and AdMINISIrAtIVE........c.eoveriiiiiriiic et 20,803 19,662
Provision for Doubtful ACCOUNTS.....c.cevierceeriieit ettt et 507 918
Total Costs and EXPESEs. .. ..o eorruiieriermeecrctiiiii s ssaa e ssns 79,937 88,025
Gross Operating Profit.........coccoooiiiiiiniiii e 26,630 28,186
Depreciation and AMOrtization..........cocovvviieininnnnnennrenresienns Note 1........... 8,424 8,733
Charges from Affiliates Other than Interest:
Management Fees........c.cocovimneecrninniiineccrsoma e Note 11.......... 3,425 4,105
OBET ot e e et e st s ste s e rmne s e eemee e smnne e e sme e s Note 11.......... 1,614 1,635
ncome (L0ss) from OPerations.........ccocoeiviererrrenrennesie s sivsssesienssses e ssesseseas 13,167 13,713
Other Income (Expenses):
Interest (Expense) - Affiliates.............cocoiniiicmeen Note6 & 9..... (10,458) (11,044)
Interest (Expense) - External............ccooiiinnime. Note 10.......... (115) (113)
Investment Alternative Tax and Related Income (Expense) -..Note 1............ ’ 872 (704)
Nonoperating Income (Expense) - Net.........cccoooveininiiimennne Note | & 12.... (7,614) 117
Total Other Income (EXPENSEs)......coveierrrrienrernnineicriiniiineeereeesesisesesss e en (17,315) (11,744)
ncome (Loss) Before Income Taxes and Extraordinary Items.......ccccoovieeicien (4,148) 1,969
Provision (Credit) for Income Taxes.......occcovvevieniinicenniiinime Note I............ (1,123) 1,377
ncome (Loss) Before Extraordinary Hems.......coociiiiiiniinii e (3,025) 592
Extraordinary Items (Net of Income Taxes -
20 ,% ;20,8 Yereereeeeeeemen s e tassan e et eanene et e b et e
INEt INCOME (LUOSS)..vonrveirieetrret ettt e ier ettt sttt $ (3,025)] $ 592

The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
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TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2003 AND DECEMBER 31, 2004

(UNAUDITED)

($ IN THOUSANDS)

Balance, December 31, 2002.........cccovvvvrnncnrnend 100 1,370 $ $ 46,065 (17,625)] $ 29,810
Net Income (Loss) - 2003.....ccccveevvererinnns 33,326 33,326
Contribution to Paid-in-Capital................... -
Dividends.......coceverierereeenienececieeenierenece -
Prior Period Adjustments..........ccoecvurrnunene -

Balance, December 31, 2003.......onceivericnrninsns 100 1,370 - 46,065 15,701 63,136
Net Income (Loss) - December 31, 2004.... 18,337 18,337
Contribution to Paid-in -Capital................. -
Dividends........ccooevermermniniiniiins -
Prior Period Adjustments -

Balance, December 31, 2004.......ccocvrreirunnenen.d 100 1,370 -18 $ 46,065 34,038 | $ 81,473

The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
4/01
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TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

STATEMENTS OF CASH FLOWS

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2004 AND 2003

(UNAUDITED)
($ IN THOUSANDS)
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES.......cccovierrnnnne 45,193 84,018
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Short-Term Investment SECUTILIES......ccvvvvveevereeveecenerrennceieranisseevesns - -
Proceeds from the Sale of Short-Term Investment Securities..........covnvevveininennnnnnsd - -
Cash Outflows for Property and EGUIpIMent.........cccovvevvrrenenrcnniiciniiiinienresieesnnnas (61,911) (27,416)
Proceeds from Disposition of Property and Equipment... 17,084 479
Purchase of Casino Reinvestment Obligations.......c.oeveevveieervereccrnerrinisinsisvescesnnns (6,179) (6,472)
Purchase of Other Investments and Loans/Advances made.........cooeveeinenneviresiannnns 6,807 1,644
Proceeds from Disposal of Investments and Collection
of Advances and Long-Term Receivables.........c..ceveriveineeircrneecrniicnnisnesienins - -
Cash Outflows to Acquire Business Entities - -
Net Cash Provided (Used) By Investing ACHVItES....c.erveeerrrrrercerinreesinimereeeessssnninnend (44,199) (31,765)
CASH FLOWS FROM FINANCING ACTIVITIES:
Cash Proceeds from Issuance of Short-Term Debt - -
Payments to Settle Short-Term Debt...........ccoceee. - -
Cash Proceeds from Issuance of Long-Term Debt - -
Costs OF ISSUINEG DEDL......cinriiiicceieieniecneee e ceterseestrr e aesaes s ssaserasba s a s sesan - -
Payments to Settle Long-Term Debt.........ccoorvvrnreerrrnrerernreserssnconns (61) (391
Cash Proceeds from Issuing Stock or Capital Contributions - -
Purchases of Treasury StOCK.......covvvvevveemerreivereeereereereeseenians - -
Payments of Dividends or Capital Withdrawals.............ccoovininene - -
Borrowings/Payments of Intercompany Payable (7,433) (59,986)
Net Cash Provided (Used) By Financing ACHVIHES.......ccvevvrieirercnnacrinniiieriinesesesssanad (7,494) (60,377)
Net Increase (Decrease) in Cash and Cash EQUIValEents......ccoovveeeeeesceeinininenenenns (6,500) (8,124)
Cash and Cash Equivalents at Beginning of Period.........corvvvinininiininninese e 28,937 37,061
Cash and Cash Equivalents at End of Period.........cccccoccvconevccniiiiiiceveisvean e 22,437 28,937
CASH PAID DURING PERIOD FOR:
Interest (Net of Amount Capitalized)........coceevecirenicrieeinniniriesicnnnreesse e nienene 43,375 44,355
TNCOMIE TAXES.eeiteeeeteeteeiienetientaeteertereeeeieeeetseseesnesaneeesassessssantosn s tons st et eansearasnssreraas e 16,535 24,951
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
Page 1 of 2
CCC-235
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TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

STATEMENTS OF CASH FLOWS

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2004 AND 2003

(UNAUDITED)
($ IN THOUSANDS)

ET CASH FLOWS FROM OPERATING ACTIVITIES:

INEt INCOME (LLOSS)...ucuviiieieiieieeierie et sieeieese e ste st smes s sbans s sran s enees
Noncash Items Included in Income and Cash Items
Excluded from Income:
Depreciation and Amortization of Property and Equipment........c.ccococoviviineee
Amortization Of Other ASSEtS......ccoeeerrcrrnircirreaniersecetrnsinse e srs e esaeeneans
Amortization of Debt Discount or Premium..
Deferred Income Taxes - Current...........
Deferred Income Taxes - NOncurrent.........cococceevcrvinnnnn
(Gain) Loss on Disposition of Property and Equipment..........c.c.cccoovenienns
(Gain) Loss on Casino Reinvestment Obligations........ococovoiieieiininicinenes
(Gain) Loss from Other Investment ACtiVIties......ccovvveirviviiiniiviniinieninnren
Net (Increase) Decrease in Receivables and Patrons'

CRECKS. o cerevtniirteier ettt ettt e s re st sassr e re st b nasa e s reane s essebnansannes
Net (Increase) Decrease in INVENOTIEs. ........vvreeeecnviiiinnienecsne e
Net (Increase) Decrease in Other Current ASSEtS.....cccvvvviineriivenseniinnnnnnns
Net (Increase) Decrease in Other Assets..............

Net Increase (Decrease) in Accounts Payable
Net Increase (Decrease) in Other Current Liabilities

EXCIUAING DEDL....vieceeee e renn ettt e ses e sresen b s s sbeasassseon s esnnt
Net Increase (Decrease) in Other Noncurrent Liabilities

EXcluding Debt.....c.oceiiceeiireene e et e e s
Impairment Loss. . ..ot

Net Cash Provided (Used) By Operating ACtVIHES.......ooovvriieriiineriniicrnsinneeiaiaes

33,326

36,972

14

(479)

2,572

(1,467)

1,163

410

311

(599)

387)

(25,060)

4,373

(8,065)

7,979

18,205

392

368

5,343

45,193

84,018

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

ACQUISITION OF PROPERTY AND EQUIPMENT:
Additions to Property and EQUIpmENt.......c.occcoiiiiininnieeneevr e
Less: Capital Lease Obligations Incurred.........ocovcerinmrnicininennincineccnenen

Cash OQutflows for Property and EQuipment........c..cooeiereimnniieienircne e

ACQUISITION OF BUSINESS ENTITIES:
Property and Equipment ACQUITed.....co.iiivmviiviiiniiiiesnincmne s s
Goodwill Acquired

Net Assets Acquired Other than Cash, Goodwill, and
Property and EQUIPMENL.....ccccccoveirmineriiiiisiis e sesne s s s

Long-Term Debt ASSUME.......cocerevermeririmrcmineiiesries st
Issuance of Stock or Capital Invested
Cash Outflows to Acquire Business Entities. ...

STOCK ISSUED OR CAPITAL CONTRIBUTIONS:
Total Issuances of Stock or Capital Contributions.......cveeecevecninnnneinvennecnnnes

Less: Issuances to Settle Long-Term Debt.................

Consideration in Acquisition of Business Entities....

$

61,911

27,416

$

61,911

27416

Cash Proceeds from Issuing Stock or Capital Contributions.......c.ooovecrveonnecneen.

The accompanying notes are an integral part of the financial statements.

Valid comparisons cannot be made without using information contained in the notes.

Page 2 of 2
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TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

SCHEDULE OF PROMOTIONAL
EXPENSES AND ALLOWANCES

($ IN THOUSANDS)

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2004

565,562

Food 1,981,134 28,847
Beverage 3,662,990 12,902
Travel 62,334 1 § 4,752
Bus Program Cash 593,014 9,050
Other Cash Complimentaries 696,960 36,011
Entertai 107.687 3,174 60,639 1,532
Retail & Non-Cash Gifts 137,987 3,241 137,603 15,341
Parking 75,339 75 75,339 226
Other* 3,400 467 224,627 2,355

Total 7,824,073 | $§ 117,049 560,542 | § 24,206

FOR THE THREE MONTHS ENDED DECEMBER 31, 2004

114,197

Food 353,730 5,635

‘| Beverage 771,122 2,859
Travel 4473 1$ 1,162

Bus Program Cash 121,517 1,880

Other Cash Compli ies 142,391 5,436
Entertainment 6,496 415 20,166 297
:|Retail & Non-Cash Gifts 30,798 734 33,631 4,312
:| Parking 46,580 46 46,580 140
Other* 433 86 47,618 636
Total 1,587,264 | $ 21,963 152,468 | § 6,547

* No single item within "Other” exceeds 5% of the total.

CCC-245



Boardwalk Regency Corporation (Caesars Atlantic City)
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

(All dollar amounts in thousands)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and basis of presentation

Boardwalk Regency Corporation (the “Company”), a New Jersey corporation, is a wholly
owned subsidiary of Caesars New Jersey, Inc. (“CNJ”), a New Jersey corporation. The Company
owns and operates Caesars Atlantic City Hotel/Casino (“CAC”) in Atlantic City, New Jersey. CNJ
is a wholly owned subsidiary of Caesars World, Inc. (“CWT”), a Florida corporation, and CWI is a
wholly owned subsidiary of Caesars Entertainment, Inc. (“CEI”). In early January 2004, CEI
changed its name from Park Place Entertainment to Caesars Entertainment. The Company operates
in one industry segment and all significant revenues arise from its casino and supporting hotel

operations.

All adjustments to these financial statements have been recorded and are, in the opinion of
management, necessary for a fair presentation of the balance sheets for the Company at December
31, 2004 and 2003, and its statements of income for the three and twelve months ended December
31, 2004 and 2003 and its statements of cash flows for the twelve months ended December 31, 2004
and 2003. All such adjustments were of a normal recurring nature.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the amounts of revenue and expenses reported
during the period. Actual results could differ from such estimates.

Revenue recognition and promotional allowances

Casino revenues represent the net revenue from gaming wins and losses. The revenues from
hotel, food and beverage, and from theater ticket sales are recognized at the time the related services
are performed. The Statement of Income reflects operating revenues including the retail value of
complimentary services (also known as promotional allowances), which are deducted on a separate
line to arrive at net revenues. Promotional allowances are provided to casino patrons without charge.

Inventories

Inventories are stated at the lower of cost or market. Cost is determined using the weighted
average cost method.



Boardwalk Regency Corporation (Caesars Atlantic City)
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

(All dollar amounts in thousands)

Property and equipment

Property and equipment are stated at cost. Depreciation is provided on the straight-line basis
over the estimated economic lives of the related assets. Depreciation expense was $8,422 and
$8,732 for the three months ended December 31, 2004 and 2003, respectively; and $34,394 and
$36,972 for the twelve months ended December 31, 2004 and 2003, respectively.

Asset class Life
Buildings 40 years
Building improvements 3-10 years
Furniture, Fixtures and Equipment 3-10 years

Connection Card Program

During the 2nd quarter of 2003, the Company implemented the Connection Card Program.
The Connection Card Program allows players to earn credits that may be accumulated over time and
redeemed at their discretion at any CEI casino in the United States in accordance with the rules of the
program. The Company records an estimated liability for the incremental cost of providing goods
and services under the program at the time the credits are earned.

Fair values of financial instruments

The fair values of the Company's financial instruments including receivables, payables and
debt, approximate their recorded book values at December 31, 2004 and 2003.

Accounting Pronouncements

In November 2002, the FASB issued Interpretation No (“FIN”) 45, “Guarantor’s Accounting
and Disclosure Requirements for Guarantees, Including Indirect Guarantees of the Indebtedness of
Others.” FIN No. 45 elaborates on the disclosures to be made by a guarantor about its obligations
under certain guarantees issued. It also clarifies that a guarantor is required to recognize, at the
inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the
guarantee. The initial recognition and measurement provisions of this Interpretation apply to
guarantees issued or modified after December 31, 2002. Implementation of this Interpretation did
not have a material impact on the Company’s financial statements.

In 2003, the FASB issued FIN No. 46, “Consolidation of Variable Interest Entities.” FIN No.
46 addresses consolidation of entities that are not controllable through voting interest or in which the
equity investors do not bear the residual economic risks and rewards. These entities have commonly
been referred to as special purpose entities. The Interpretation provides guidance related to
identifying variable interest entities and determining whether such entities should be consolidated. It



Boardwalk Regency Corporation (Caesars Atlantic City)
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

(All dollar amounts in thousands)

also provides guidance related to the interest in newly consolidated variable interest entities and
requires disclosures for both the primary beneficiary of a variable interest entity and other
beneficiaries of the entity. Implementation of this Interpretation did not have a material impact on
the Company’s financial statements, as the Company does not have any variable interest entities.

Income taxes

Taxable income or loss of the Company is included in the consolidated Federal income tax
return of CEIL. The Company provides for income taxes by applying the respective state and federal
statutory rates to pre-tax financial statement income. The corresponding liability or receivable is
credited or charged to its corporate parent. Deferred income taxes and liabilities for temporary
differences between the carrying amounts for financial reporting and income tax purposes, if any, are
accounted for by CEl in accordance with the tax sharing agreement between CEI and the Company.

New Jersey tax legislation

The New Jersey State Legislature passed a bill to increase taxes on the New Jersey casino
industry, beginning in the State’s fiscal year 2004 (starting July 1, 2003). Included in this legislation
is a tax on net profits, taxes on certain complimentaries, and increases in parking, rooms and other
fees. Profits tax expense is reflected in the provision for income taxes. Other taxes are reflected in
selling, general and administrative expenses.

Casino Reinvestment Development Authority

The New Jersey Casino Control Act provides, among other things, for an assessment of
licensees equal to 1.25% of their gross gaming revenues in lieu of an investment alternative tax equal
to 2.5% of gross gaming revenues. The Company has satisfied this investment obligation by (i)
investing in qualified eligible direct investments, (ii) making qualified contributions or (iii)
depositing funds with the Casino Reinvestment Development Authority (“CRDA”). Funds deposited
with the CRDA may be used to purchase bonds designated by the CRDA or, under certain
circumstances, may be donated to the CRDA in exchange for credits against future CRDA
investment obligations. CRDA bonds have varying terms of up to fifty years and bear interest at
below market rates. The Company records a charge to reflect the estimated realizable value of its
CRDA investments.

The twelve Atlantic City casino properties (the “AC Industry”) and the CRDA have entered
into an agreement with the New Jersey Sports & Exposition Authority (the “NJSEA”) to provide
funding to subsidize New Jersey’s horseracing industry. In exchange for this funding, the NJSEA
and the three active New Jersey racetracks will not conduct any casino gaming at the racetracks prior
to January 1, 2009. As part of the agreement, the AC Industry will provide $34 million over a four
year period to the NJSEA and must deposit another $62 million into the Casino Expansion Fund



Boardwalk Regency Corporation (Caesars Atlantic City)
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

(All dollar amounts in thousands)

(managed by the CRDA). The $62 million will be derived from funds either currently on deposit or
to be deposited with the CRDA pursuant to each casino property’s investment obligation. The
Company’s obligation is equal to its fair-share of AC Industry casino revenues. The Company
estimates this commitment over the four year period to be a total of $3,700, the first payment of
which was made November 2004. The total estimated commitment will be charged to operations on
a straight line basis through January 1, 2009. Once the Company meets its deposit obligation related
to its fair share of the $62 million, the Company is eligible to receive funds from the Casino
Expansion Fund for qualified construction expenditures. The Company has until June 30, 2014 to
submit an application to exhaust its share of the Casino Expansion Fund. Any funds not transferred
out of the Casino Expansion Fund by the required date will be transferred to funds on deposit with
the CRDA pursuant to its ongoing investment obligations.

Allocations and transactions with related parties

The Company transfers cash in excess of its operating needs to CEI on a daily basis. CEI
provides the Company with cash advances for capital expenditures and working capital needs.

Certain executive, administrative and support operations of the Company and other CEI
affiliates are consolidated, including limousine services, advertising, sales and marketing services,
purchasing and other administrative departments. Costs of these operations are allocated to or from
the Company either directly or using various formulas based on estimates of utilization of such
services. Management believes the methods used to allocate these costs are reasonable.

Beginning with the first quarter of 2004, the Company was allocated from CEI certain
expenses, such as information technology, internal audit and risk management, which historically
were considered corporate expenses. These expenses are allocated to the Company using various
formulas based on estimates of utilization of such expenses. Management believes that the methods
used to allocate these costs are reasonable.

Merger Agreement

On July 14, 2004, CEI, Harrah's Entertainment, Inc. ("Harrah's") and Harrah's Operating
Company, Inc., a wholly-owned subsidiary of Harrah's, entered into an Agreement and Plan of
Merger (the "Merger Agreement"), providing for the merger of CEI with and into Harrah's Operating
Company, Inc., which would be the surviving corporation.

On March 11, 2005, the stockholders of CEI and Harrah's approved the Merger Agreement.
The transaction with Harrah's is still subject to a number of conditions, including, among other
things the receipt of all necessary antitrust, gaming and other approvals, and the satisfaction or
waiver of all other conditions precedent.,
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NOTE 2 - RECEIVABLES AND PATRONS’ CHECKS

Receivables and patrons’ checks as of December 31 consist of the following:

_2004 ~2003

Casino receivables (net of allowance for

doubtful accounts — 2004, $7,706

2003, $6,855) $ 12,250 $ 11,585
Other (net of allowance for doubtful

accounts — 2004, $128; 2003, $352) 5,503 4,756
Due from CEI 100,220 92,787
Due from other affiliates 865 810

5118,838  $109.938

NOTE 3 - INVESTMENTS, ADVANCES AND RECEIVABLES

Investments, advances and receivables as of December 31 consist of the following:

_2004 _2003
CRDA deposits $ 13,081 $ 15,199
CRDA bonds receivable 3,073 2,893
CRDA Seat License Agreement 4,268 4,742
CRDA Long-term note receivable 839 864
CRDA Donations 461 481
Other, net 20 36
21,742 24,215
Less: valuation allowance on
CRDA investments (5.664) (6,319)

516,078  $17,896
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NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment as of December 31 consist of the following:

_2004 _2003

Land $ 117,908 $ 118,090
Buildings and improvements 523,952 550,784
Furniture, fixtures and equipment 228,643 228,321
Construction in progress 51,602 6.169
922,105 903,364
Less accumulated depreciation and amortization (389,603) (376.063)

$.532,502 $.527,301

NOTE 5 - OTHER ASSETS

During May 2003, the Company entered into an agreement to lease the Ocean One Pier (the
“Pier”) to developersfor an initial term of 75 years. The 75 year term commences upon completion of
the Pier’s construction which is currently expected to be in the first quarter 2006. The lease
agreement provides for the repayment of certain qualified pier development costs incurred by the
developers.

As financing for the qualified pier development costs, the Company and certain of its Atlantic
City affiliates entered into a credit agreement (the “Credit Agreement”) with the CRDA. The Credit
Agreement provides for funding from the CRDA of up to $33 million for qualified development
costs. The CRDA funding will come from amounts either currently on deposit or to be deposited
with the CRDA pursuant to the Company’s and its affiliates’ investment obligations. Repayments to
the developers are limited to the funds received from the CRDA. For the twelve months ended
December 31, 2004, the Company has received $4,674 of previously deposited funds from the
CRDA. Upon receipt of these funds, the Company recognized a reduction of $1,543 in reserves, to
reflect its current estimated realizable value of its remaining CRDA investments.

As of December 31, 2004, the Company repaid the developers approximately $25.0 million
through CRDA funds previously deposited by an affiliate. These payments are considered lease
incentive payments and will be amortized over the life of the lease.



Boardwalk Regency Corporation (Caesars Atlantic City)
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

(All dollar amounts in thousands)

NOTE 6 - NOTES PAYABLE
At December 31, 2000, the Company entered into an uncommitted $50,000 credit facility

with Caesars Entertainment Finance Corporation (CEFC), a wholly owned subsidiary of CEL. At
December 31, 2004 and 2003, respectively, there was no outstanding balance.

NOTE 7 - OTHER ACCRUED EXPENSES

Other accrued expenses as of December 31 consist of the following:

2004 _2003

Accrued payroll and benefits $13,125 $16,474

Insurance claims 3,303 4,035

Real estate taxes 3,136 3,136
Lease termination fee 8,000 -

Other 9,195 8,039

$36,759 $31,684

NOTE 8- OTHER CURRENT LIABILITIES

Other current liabilities as of December 31 consist of the following:

2004 2003

Due to affiliates $57,024 $52,824
Unredeemed slot promotions liability 1,387 1,771
Unredeemed chip and token liability 2,930 2,737
Connection Card liability 3,379 4,554
Other 1,874 1,804
$66,594 $63.690

NOTE 9 - LONG-TERM DEBT - DUE TO AFFILIATES

Long-term debt - due to affiliates as of December 31, 2004 and 2003, respectively consists of
a Caesars Entertainment Finance Corp note due December 31, 2010 at 8.50%.
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NOTE 10 - LONG-TERM DEBT, OTHER
Long-term debt, other as of December 31 consists of the following:

2004

Mortgage Note due October 15, 2011

Interest at 10.0% $ 692
Capitalized lease obligation, net

of amounts representing interest -

Less: current maturities 3D

NOTE 11 - CHARGES FROM AFFILIATES - MANAGEMENT FEE

2003

The Company has recorded expenses for the three months ended December 31 from CWIand

affiliates as follows:

2004 2003

Affiliate Transaction
Caesars World, Inc. Management fee $ 3,425 $4,105
Caesars Palace Corp. Trade name fee 1.614 1,635
$.5.039 $.5,740

The Company has recorded expenses for the twelve months ended December 31 from CWI

and affiliates as follows:

2004 2003

Affiliate Transaction
Caesars World, Inc. Management fee $15,884 $16,678
Caesars Palace Corp. Trade name fee 6.484 6,442

$22,368 $23,120
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NOTE 12 - NONOPERATING INCOME (EXPENSE) - NET

Nonoperating income (expense) for the three months ended December 31 consists of the
following:

2004 _2003
Interest income $ 341 $ 69
Lease termination fee (8,000) -
Gain (loss) on disposal of equipment 45 48

$(7.614) $_117

Nonoperating income (expense) for the twelve months ended December 31 consists of the
following:

_2004 _2003
Interest income $§ 561 $ 288
Impairment loss (5,343) -
Lease termination fee (8,000) -
Gain (loss) on disposal of equipment 111 479

$(12,671) $_167

During the third quarter, the Company entered into an agreement to sell an apartment
building in Atlantic City for $16,500. As a result of the pending sale, the Company recorded an
impairment loss of approximately $5,343 which is reflected in Nonoperating Expense on its
Statements of Income, in accordance with Statement of Financial Accounting Standard No. 144,
“Accounting for Impairment or Disposal of Long-Lived Assets” (“SFAS 144”). SFAS 144 addresses
financial accounting and reporting for the impairment of long-lived assets, and for long-lived assets
to be disposed of, and expands current reporting for discontinued operations to include disposals of a
“component” of an entity that has been disposed of or is classified as held for sale. On October 18,
2004 the Company closed on the transaction.

In December 2004, the Company entered into an agreement to terminate a lease with a lessee.
Under the terms of the agreement, the Company will pay the lessee an early termination fee of
$8,000. This early termination fee has been recorded as a current liability on the balance sheets and
as a non-operating charge on the statements of income.



STATEMENT OF CONFORMITY, ACCURACY, AND COMPLIANCE

1. | have examined this Quarterly Report.

2. All the information contained in this Quarterly Report has been
prepared in conformity with the Casino Control Commission's
Quarterly Report Instructions and Uniform Chart of Accounts.

3. To the best of my knowledge and belief, the information contained
in this report is accurate.

4. To the best of my knowledge and belief, except for the deficiencies
noted below, the licensee submitting this Quarterly Report has
remained in compliance with the financial stability regulations
contained in N.J.A.C. 19:43-4.2 (b) 1-5 during the quarter.

A 1A

Signature

Vice President/Controller

Title

#6908-11

License Number
On Behalf Of:

Boardwalk Regency Corporation

Casino Licensee

4/01 CCC-249



TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

SCHEDULE OF RECEIVABLES AND PATRONS' CHECKS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2004

(UNAUDITED)
($ IN THOUSANDS)

ACCOUNTS RECEIVABLE BALANCES

atrons' Checks:
Undeposited patrons'checks .. .................. $ 8,497
Returned patrons’'checks .. .........ccouvnnnnnns 11,459

Total patrons' checks . .........cooiveaiiinnnnn 19,956 | S (7,706)| $ 12,250
otel Receivables . .. ... .oouiiininnnnnennnanns 3,890 (128) 3,762
ther Receivables:
Receivables due from officers and employees ..... | a
Receivables due from affiliates . .. ............... 101,085
Other accounts and notes receivables ............ 1,737

Totalotherreceivables....................... 102,826 102,826
Totals (FormCCC 205) .. ... . i iiinrincnsnnacnnns $ 126,672 S (7,838 118,838

UNDEPOSITED PATRONS' CHECKS ACTIVITY

Beginning BalanCe (JanUary 1) ... ..o ueetcvnnnneccance sansccsancacaneasane soaoansannnn
Counter checks issued (excluding counter checks issued through transactions
relating to consolidations, partial redemptions, substitutions, and patrons'

S 8,886

CaSh dePOSIES) . . ..ot iet ittt it cieienietaties stnecses ettt asasnans teeesaannaneneenn 280,097
Checks redeemed prior to deposit (excluding the unredeemed portion of counter
checks redeemed through partial redemptions, and excluding checks redeemed
through transactions relating to consolidations, substitutions, and patrons'
CASH HBPOSIES) . ..ottt ittt ieiteianaceceeacosioc cartranaaasanataaas reeoasarnnsane e (263,569)
Checks collected throUGN BEPOSIES - . . . . .. ..o eeeeen oenteeeeeaeensnenes coennenannenaneans (7,732
Checks transferred toreturned Checks . ... ... ...t cit tiiinneonncsnsacancs tosannnncsnnnesns (9,185)
Other adiUStMENtS . .. ... ...ttt noeous sos aosocsnonnosncnansnse tassosnononosssnn -
ENOiNG Balanee . . .. oot ittt inn et nanaanaaacaatiacs saasacsansocsananate senennennananensan S 8,497
"Hold" Checks included IN Balance ON LINe 16 . . . ... .. ... ccrecncinacncanscnns toonanncnnsannmnn S 0
Provision FOr Uncollectible Patrons CHECKS . . ... vvenrn covennennncncacacars secaccncsssnssnnn $ 2,652
Provision As A Percent Of Counter Checks Issted . ... ... ...cciveiuncnnnncaces tonnnnsensencnnas 0.95%
Under penalties of perjury, | declare that | have examined this report, and to the best of
my knowledge and belief, it is true and complete.
_ March31,2005 WM
Date Signature
Vice President/Controlier
"~ Title of Officer
CCC-340

4/01



TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)

ANNUAL EMPLOYMENT AND PAYROLL REPORT

FOR THE YEAR ENDED DECEMBER 31, 2004
m‘thousands)

ASINO
Administration . ... ... 0
Caming . ... e e 1,047
SIOLS e 170
Casinoaccounting . .......... it 282
Simulcasting. .. ... i i 16
Other . . e 0

Total-Casino . .. ..ot e 1,5151 IS 38,868 | S 513 |S 39,381
OO . e e 360 7,683 218 7,901
OODANDBEVERAGE . . ... i, 1,253 23,002 193 23,195

OTHER OPERATED DEPARTMENTS

ParkingOperations. . ..........cieiiin .. 117 1,443 1,443
Health Club /PooiServices .. .............. ..., 7 182 182
TelephoNe ro0M . .. it e e nnn 22 521 521
REtaAllStOreS . .. i i e 21 433 433
CoatCNeCK ..o i e e e 3 64 64

ADMINISTRATIVE AND GENERAL

Executive Office . .. ... 10 170 2,612 2,782
Accountingandauditing............. ... ... 46 1,335 168 1,503
SBCUIIY . ottt i e e e 219 6,262 6,262
Other administrative and general department .. .. 48 1,558 1,558
MARKETING . ..ottt ettt ie s 226 7,315 1,288 8,603
GUEST ENTERTAINMENT ... ....... .. i 29 1,790 1,790
PROPERTY OPERATION AND MAINTENANCE .......... 344 9,695 9,695
TOTALS - ALLDEPARTMENTS .. ........coivnn... 42201 |S 100,321 |S 4,992 105,313

4/01 ccc-376
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TRADING NAME OF LICENSEE: BOARDWALK REGENCY CORPORATION (Caesars Atlantic City)
ANNUAL EMPLOYMENT AND PAYROLL REPORT
SIGNATURE PAGE

FOR THE YEAR ENDED DECEMBER 31, 2004

Under penalties provided by law, | declare that | have examined this report, and to the best of my knowledge
and belief, it is true and complete.

Signature

March 31, 2005 Vice President/Controller
Date Title

CCC - 376



Amendead

3/17/o05
TRADING NAME OF LICENSEE CAESARS ATLANTIC CITY
GROSS REVENUE ANNUAL TAX RETURN
FOR THE YEAR ENDED DECEMBER 31, 2004
Line
CASINO WIN:
1. Table and Other GaAmMES Wil...ocvoooviiiiieerieeeeeeere et eeeeeeeresaseeseseesssessesssersseesssssssssesneesssessssseesrnesonses h 146,543,321
2. SIOt MACKINES WLl e ettt ees e este e e b e s esabe e e seanrseseseasaestassareesssaseesbesaasesesnsteesn sassesesannes 349,422 405
3. TOLA] WIL ottt ettt ettt et ae s nen s e e s be b et e s e s e st s nesnen e s as s R n e ene b 495,965,726
4. Recovery for Uncollectible Patrons' CRECKS. ........oveoiveerievirreeiriiesmesieeiiecraessnesseessessneessseeneanassneesensera
5. Gross Revenue (1N€ 3 PIus 1N 4)...viviecieciiieiieie et s s st see e st e n e s se e s e ren e e sane 495,965,726
6. Tax on Gross Revenue - Reporting Year (8% Of lINE 5)..cceciiiriiiiivieriiecenctenerreeee st ceeere e 39,677,258
7. Audit or Other Adjustments to Tax on Gross Revenues inn Prior Years .....c.ccoeceeeinnierenienrneniecienneean, 52,376
8. Total Taxes on Gross Revenue (the sum of Hnes 6 and 7)........ooovecieeeinnininnceneneneeeecee et 39,729,634
9. Total (Deposits) Made for Tax on Reporting Year's Gross REVENUE........ccccevevriviieeveneiiiiciinees. (39,677,258)
Settlement of Prior Years' Tax on Gross Revenue
10.  Resulting from Audit or Other Adjustments - {Deposits) Credits ...ooovvvereereeiniicnencesineniiecenen, (52,376)
11.  Gross Revenue Taxes Payable (the net of lines 8, 9 and 10) ..c..oecveeveiiieninnierieercrienee e b -

Under penalties of perjury, I declare that I have examined this Gross Revenue Annual Tax Return and to the best of my
knowledge and belief, the information contained in this return is accurate.

- /44@'

ate P

rd Signature

Casino Controller

Title of Officer

CCC-381



